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EDITORIAL
The chief difficulty in discussing the
publication of tax returns is found in
the effort to observe the law of modera
tion. The first impulse in the mind of every taxpaying citizen is
to damn government, legislators, courts and, in particular, the
bureau of internal revenue. It is comparatively easy to think of
adjectives and adverbs which would considerably relieve the
feelings of any public speaker or writer when dealing with the
present iniquitous state of affairs, but of course nothing is gained
by vituperation, and furthermore it is somewhat difficult to place
the onus of blame. In all probability the so-called publicity
sections of the law were the result of inadvertence or carelessness.
There must be men in congress who would frown upon the naked
exposition of everybody’s financial condition, but no voice
seems to have been raised against the provisions under which
publicity has been perpetrated. There is absolutely nothing to
be gained by the innovation. It serves no useful purpose for
any one. Consequently, it seems that congress in drafting and
amending its tax legislation was guilty of one of those ineptitudes
for which congress is becoming notorious.

When Privacy
is Outraged

If the courts are correct—and there
seems to be no serious question on that
' point — in their interpretation of the
law, it is grossly unfair to accuse the administrative departments
of reprehensible action in conforming to the judicial construction
of the meaning if not the intent of the law. We believe that from
the commissioner of internal revenue downward in the depart
ment, the idea of full publicity is not in favor—if for no other
reason, because the granting of access to returns considerably
complicates the labors of the department. It is readily con
ceivable that in many places the clamoring crowds of the inquisi
tive may be a serious obstacle in the conduct of that business

Where the Blame
Rests
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for which the office is created. It is unfair to blame the courts
for interpreting the law in accordance with what is apparently
the verbal significance of it. No one is likely to believe that
courts are wilfully tearing down the sanctity of personal affairs.
Consequently one is brought back to the inevitable conclusion
that it is to congress that the responsibility must attach for a law
of which the publicity sections are utterly damnable. (It is a
mental solace to use the word damnable even in its literal and
not invective sense.)
Last year when the statistics in regard
to the amounts of tax paid by individual
citizens were made available, folk who
had no necessity to acquaint themselves with the details of tax
laws on their own account suddenly acquired a vital interest in
the rates of taxation so that they might be able to compute with
a fair degree of satisfaction, if not with accuracy, the probable
income of those more fortunate than themselves. The whole
idea of telling the world all about the intimate and confidential
concerns of individual citizens is something for which the United
States of America can claim credit as the great originator. So
far as research has discovered there is no other nation which so
completely disregards the rights and wishes of the people who
bear the burden of national expense.

Going from Bad
to Worse

But now another advance toward sheer
nudity has been made. Hereafter,
until redress be obtained by legislative
enactment or executive authority, if that be possible, the finan
cial condition of a great section of the community must walk
about unclad with the accustomed garments of reasonable
reticence. When Lady Godiva rode through the streets of Cov
entry the decent citizens closed their shutters or turned their
backs. The name of only one prying person has come down in
history. But today the tribe of Peeping Tom is as the sand upon
the seashore for number. A dispatch published in the daily papers
of June 29th reports a decision of an equity court in the District
of Columbia wherein the commissioner of internal revenue was
ordered to produce for the board of tax appeals the income
tax returns of a dozen companies engaged in the manufacture of
metal-working machinery and metal tools. A company in this

And This is Not
Coventry
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industry desired to know the principles and methods by which
the commissioner obtained figures showing the invested capital
of other concerns and how he had determined the amount which
had been fixed as the basis of excess-profits taxes of the inquiring
company. The commissioner refused to comply with subpoena
at first, on the ground that he would be violating the law if he
produced such evidence before any government body other than
the house of representatives or the senate. He contended that
the firms mentioned had a lawful right to privacy and that it
would be to their damage to expose their confidential affairs.
The concern which raised the question then filed suit and named
the commissioner of internal revenue and the board of tax
appeals as defendants. The decision was rendered by Justice
A. A. Hoehling. It is to the effect that so long as income-tax
laws permit publication of names of taxpayers and amounts paid
as income tax, this involves permitting returns to be produced
before the board of tax appeals in an appeal from a ruling of the
commissioner of internal revenue. All documents produced
before the board of tax appeals are public property and may be
seen by anyone who desires to see them. The commissioner of
internal revenue has given notice of an appeal in this case, but it
is far from certain that the decision of the court will be set aside.
Assuming then that this decision will stand, we come to the
appalling conclusion that the taxpayer no longer has any right
to regard any of his fiscal affairs as privileged.

The taxpayer who reasons this thing

Legislative Draftsmen
through to its end may be inclined to
are Needed
say with Bassanio, “To do a great
right, do a little wrong and curb this cruel devil of his will,”
but Portia’s decision that the laws must be enforced is as sound
today as it was in Venice. It is the duty of congress at its
earliest opportunity to pass a law or to amend the present laws
so as to protect, to at least a reasonable extent, the sanctity of
individualism. If the brilliant and benevolent administrators of
Soviet Russia had only thought of this immodesty first they would
probably have adopted it. It is widely reported that congress
in these days is rather more ready to listen to the advice of the
general public than it was in the days when elections were solely
a matter of party organization support. If that be true, members
of both houses might give careful heed to the obvious and often
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repeated suggestion that there should be in the employ of the
legislative departments of government a corps of competent
persons whose duty it would be to draft in accurate and clear
language the principles of legislation upon which congress may
decide. The laws having been drafted and all principles having
been embodied, the possibility of ridiculous amendment at the
last minute should be prevented. Every impartial citizen has
a great deal of respect for the ability of many of the members of
the senate and the house of representatives, but even the ablest
cannot collaborate in the preparation of a complex and technical
law and expect to produce an intelligible result without leaving
the final form of phraseology to one competent author. The
declaration of independence, about which we have been
burning a great deal of gunpowder and red paper during the last
month, was written by one man after consultation with several
advisors. No one has had any difficulty in ascertaining the exact
meaning of the declaration.

As an illustration of the way in which
law may be interpreted by the courts
a reader draws attention to a decision
of the United States supreme court quoted in 123 U. S. 722,
December 18, 1887, in the case, Marquette, Houghton & Ontonagon
Railroad Company vs. United States. The following quotations
are taken from the decision:

Loose Wording
Confuses

“The statute levied a tax on all undivided profits of any.... corpo
ration which have accrued and been earned and added to any surplus, con
tingent, or other fund. The railroad company........ profits.........were not
divided but were used during the year in the construction of new works.
........... The amount was never in fact placed to the account of any par
ticular fund but was taken from the money in the treasury to pay for the
new structures and additions as they were made.”

The act of 1864 taxed “all undistributed sums, made or added
during the year to their surplus or contingent funds, . . . and
on all profits of such company carried to the account of any fund,
or used for construction.” The court said:
“When, therefore, profits ‘used for construction’ were left out in the
act of 1870, it is evident to our minds that congress intended to reduce the
tax on railroad corporations to that extent. The question is not what would
have been the meaning of ‘ profits carried to the account of any fund ’, or
‘ added to any surplus, contingent, or other fund’, if this special provision in
respect to profits ‘ used for construction ’ had never been made, but what the
meaning is with that provision left off after it had once been added. This is to
be ascertained, not by inquiry into the manner of keeping railroad accounts,
but by interpreting the language used by congress at different times to give
expression to its will; not by determining whether, as a matter of book-
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keeping, it is usual to carry undivided profits used for construction to a
construction fund, but by studying the several statutes to see if it was
intended that, if so used, they should be taxed under the act of 1870. In
our opinion it was not, and consequently the current earnings of the
company for the year of 1871, used as earned in new construction, were
not taxable as profits for that year.”

The July issue of The Journal of
Accountancy contained an article by
the Honorable J. G. Korner, chairman
of the United States board of tax appeals, and another by Harold
Dudley Greeley, both drawing attention to the importance of a
knowledge of the law of evidence. The editor of the Income-tax
Department, Stephen G. Rusk, also discussed in the introduction
to his section of the magazine the difficulties which some account
ants have found confronting them in practice before the United
States board of tax appeals. Several correspondents have com
mented upon the question raised by these authors, and it is quite
evident that the proper preparation of cases for presentation
before the board is receiving widespread attention. Some
accountants evidently feel that the board is unduly legalistic in
its requirements, but the great majority whose views have been
expressed will apparently use every effort to conform to the meth
ods of practice which the board has ordained. Among the sug
gestions which are most valuable is one to the effect that the
American Institute of Accountants, through its committee on
education, should take steps to encourage institutions giving
courses of instruction in accountancy to include in their curricula
a study of the law of evidence, particularly as it applies to practice
before the board of tax appeals. This seems to be an excellent
proposal if the board of tax appeals is to continue and if account
ants are to be, as they must be, concerned in the presentation of
cases before it. It is not only the accountant, however, who must
familiarize himself with the fundamentals of evidence, but all
other advocates as well. We rather deplore the necessity of using
the word “advocate” as applied to the practitioner of account
ancy at any time, but it seems to be inevitable in the present con
ditions. The man or woman who represents a client in an appeal
before the board of tax appeals should be wholly concerned with
the statement of fact; but, inasmuch as the treasury department
is represented by lawyers whose purpose is to obtain confirmation
of the treasury’s decisions, the accountant or lawyer who appears
for the taxpayer is forced into the position of an advocate on the

The Law of Evidence
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other side. The correspondent to whom reference has been made
suggests also that the board of examiners of the Institute in its
commercial law examinations should introduce questions which
would require a fair knowledge of the law of evidence. Upon
this point there may be a broad difference of opinion, but un
doubtedly there is something to be said in favor of such questions.

Status of Examination We have received a letter from which
Answers
we quote the following paragraph:
“I have just read with interest an article in the editorial section of the
May issue of The Journal by Paul-Joseph Esquerré, regarding the fact
that students of accounting regard the Students' Department as giving
official answers to Institute questions. I am a young fellow, a graduate
of a well-known accounting course, and it is my practice to try and solve
questions given before studying the solution. While never using the
solution given as being official, I have always regarded the answers as
being acceptable to the board, and of those young fellows with whom I
have talked on this subject I have usually found they took the same
attitude as I did. To me the Students' Department is one of the most
important features of The Journal and if it should be discontinued I
certainly would lose interest. The magazine as a whole is helpful to me in
many ways.”

The question of the official or unofficial nature of answers to
examination questions published in The Journal of Account
ancy has been repeatedly explained in these pages and great
emphasis has been laid upon the entirely personal and unofficial
status of the answers appearing in the Students' Department.
The writer of the foregoing letter is not justified in thinking that
the answers are even acceptable to the examiners in the sense
that the board has had opportunity to review them. As a matter of
fact the board of examiners has not seen the answers in any case
before publication and the editor of the Students' Department has
no knowledge whatever of what answers are regarded as satis
factory by the board. He gives what he believes to be the correct
solutions of problems, but it is quite possible that there would be a
wide difference of opinion between the board and himself. Con
sequently, to say that the answers although unofficial are ac
ceptable is merely a verbal quibble. The answers may be accept
able, but on the other hand they may be entirely opposite to or at
least may vary from the answers which the board has adopted in
grading papers. In studying the answers, however, students
may have the assurance that they represent a carefully considered
expression of the opinions of an accountant of wide experience
and sound knowledge.
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While on the subject of examinations
it may be of interest to quote from a
letter of another correspondent who
is evidently a good loser and quite sincere. Discussing the nature
of some of the questions asked in recent examinations he says:

Credit Is Given
for Knowledge

“ I have been an applicant on more than one occasion and have repeat
edly failed, yet I find nothing very complicated about any of the questions
excepting that so many of them are indefinite. Having practised account
ing for some ten or twelve years I believe I make the mistake of answering
a problem as if it were a proposition I might face in actual practice. In
variably I find myself in this position: there is a certain bit of information
lacking. If an accountant in my employ would go ahead and on his own
initiative ‘ guess ’ at something in an audit, I would not consider his services
of much value. If the information is not available to furnish the client
with an intelligent statement of facts, it should be obtained if possible, and
if not possible to obtain it this fact should be reported to the client in the
outset and he should not be charged with services in endeavoring to
locate some ‘hidden mystery.’
“I believe every one of us should pass the examination and I am ‘in’
until I find it is useless to try further, but I do think that the examiners
should endeavor to ask questions of applicants that should bring out their
qualifications as practising accountants, not their ability to remember
some rule that they may never meet in practice, not their ability to supply
‘missing links,’ not their ability to add and subtract six or seven ‘goose
eggs’ in every practical problem, not based entirely on practice in New
York, but a plain sane questioning such as is usually handed to applicants
desiring employment as accountants.
“ I know from my own experience that I can talk to an accountant but
very little and determine considerable with reference to his ability. If he
knows, it is apparent, not only in what he can tell me of accounting, but in
his general attitude. The certificate is merely an auxiliary to the practis
ing accountant, a sort of tool and nothing more. He must possess those
qualifications which command the confidence of other people. These are
native ability and character.”

It is to be hoped that one who has so determined an ambition to
pass the examinations may soon succeed. It will no doubt be
comforting to this correspondent to know that the board of exam
iners of the Institute does not fail to give credit for knowledge
displayed by the applicant, even if his answer be not altogether
in accord with what may be regarded as the official statement of
the case. It is impossible for any board of examiners to prepare
questions without using as their basis some industry or trade in
which the supposititious conditions are said to exist. The exam
iners, however, strive strenuously to include in the questions
merely factors of practice which will probably be required of
every practitioner. It is not necessary that the applicant should
be familiar with the details or peculiarities of any given industry
in order to demonstrate his knowledge of the underlying princi
ples which would apply in the solution of a problem. An accurate
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and verbatim knowledge of rules to which the correspondent
refers is not essential to success. Let the applicant consider the
question in the light of his general knowledge of accounting pro
cedure. If he be qualified to practise as an accountant he can
satisfy the board that he is qualified without adhering to the exact
phraseology of any rule of theory. Our correspondent’s recog
nition of the importance of native ability and character is al
together commendable. This with the addition of practical
experience and theoretical knowledge willlead almost surely to
success.
Some time ago there was a discussion in
The Meaning
these pages on the question of the use
of a Word
of the designation “certified public
accountant” by persons who were not engaged in public practice.
The views expressed editorially did not meet with unanimous
approval and there still seems to be some dissatisfaction because
The Journal of Accountancy has advocated restriction of the
designation to public practitioners. A friend in Memphis tells
us that The Journal is very unfair and unjust. He says, “You
are doing so much hedging that you evade the point he [an earlier
correspondent] brings out entirely.” Hedging is a vile fault; but
is it really true that The Journal has been guilty of it? The
argument that a person who calls himself a certified public
accountant should be a certified public accountant seems rather
obvious. If he be not a public accountant how can he be a certified
public accountant? The answer to that question is also selfevident. And that is the whole story. If men who are engaged
in private employment desire to obtain some kind of official
recognition of their merits it seems to us that there should be
created a designation which would indicate what they are. Of
course, nearly everyone admits that there are enough accounting
designations already, but if there be a general feeling that the
bookkeeper or other employee engaged in keeping or supervising
the accounts of corporations or other businesses should have the
right to append initials of some kind to his name, a way may be
found. The letter now under consideration lays great stress upon
the assertion that men who are engaged in private capacities
may be just as good as those who are engaged in professional
practice. Amen. Has anyone denied it? It is the word “pub
lic” that causes all the trouble. And yet public seems to be a
word of perfectly clear meaning.
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An immensely important activity of the
American Institute of Accountants is
being conducted by its bureau of public
affairs. Probably the great majority of readers of this magazine
are familiar with the publications which have been issued by the
bureau, but to any who have not had an opportunity to read and
profit by the matter which has been published it is suggested that
the accomplishments of the bureau will well repay careful study.
Three so-called letter-bulletins have been issued during the past
twelve months. The first, dealing with the question of arbitra
tion was of somewhat restricted interest, but the second and third
publications dealing with the crime tendency and credit frauds
are of almost universal appeal. Many thousands of copies of
these letter-bulletins have been distributed by commercial and
civic organizations, and the attention which they are attracting
in the public press is conclusive proof of their value. The com
mittee on public affairs which has control of the bureau is making
comprehensive plans for further productions during the coming
year and subjects of vital importance are under consideration.
For example, within the next few months a letter-bulletin on the
subject of federal taxation will be issued, and the committee has
communicated with accountants and other interested persons in
all parts of the country asking for assistance and suggestions so
that the publication when issued may be comprehensive and
authoritative. This kind of effort is a striking proof of the desire
of the American Institute of Accountants to work for the general
good of the community. The matters which have been under
discussion do not affect primarily the accounting profession.
They are of importance to all the people everywhere.

Institute and
the Public
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